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INTERNATIONAL AFFAIRS 


RECENT DEVELOPMENTS IN TRADE WITH USSR ANALYZED 
Warsaw RZECZYWISTOSC in Polish No 35, 28 Aug 83 pp L, 6 


[Article by Stanislaw Hlodzik: “Lame Mercury”; passages enclosed in slantlines 
printed in boldface] 


[Text] In 1982, commercial trade with the Soviet Union made up 34 percent of 
Poland's foreign trade. After the downward trend in Polish export to the USSR 
which occurred at the end of the 1970's, 1982-1983 constitutes a reversal of 
this trend. Eventually, Polish exports to the USSR in 1982 reached a total 
value of 4.2 billion rubles, i.e., it was higher than it was in 1982 by about 
30 percent. Imports from the USSR realized in 1982 amounted to a value of 
4.8 billion rubles. Adjustments for the current year foresee a growth in 
Polish exports to 4.4 billion rubles, and imports to 5.4 billion rubles. In 
order to offset the balance, we secured a credit to the amount of 1 billion 
rubles. 


Therefore, imports from the Soviet Union are rising by 600 million rubles. It 
is primarily the cost of raw materials and other substances which is 
responsible for this increase, since the import of machinery and equipment has 
been subject to considerable reductions on account of an attitude of investment 
restrictions. Even in relation to 1981, it had already dropped by 34 percent 
in 1982. Within the scope of imports of raw materials from the Soviet Union, 
Poland benefits from certain privileges as a member of CEMA since the Soviet 
partner is eager for stabilization of the export of raw materials. Its 
potential for further increases in output is limited primarily because of 
economic considerations. It is becoming necessary to make productive natural 
deposits which are further and further away and less efficient. 


For the Polish economy, the export of many products destined for the Soviet 
market has become no less a problem than the import of raw materials. The 
Polish economy's decreased domestic requirements for capital goods and the 
limited possibilities for placing these goods in other markets made the Soviet 
market the one alternative outlet for many producers. Apart from certain 
capital goods, coal, for example, was affected by this as well. As a 
consequence of not entering into new contracts (American, among others), as is 
generally known in Western markets, a part of Polish exports of this raw 














material (2 million tons) was sent to the USSR, in exchange for which we 
purchased natural gas, cellulose, rubber, and automobile tires in larger 
quantities. 


With the object of benefiting more fully from the production potential of 
certain branches and divisions of Polish industry dependent on supplies from 
capitalist countries, we purchased 98 million rubles worth of raw materials 
from the USSR and delivered 165 million rubles worth of finished products. 
These transactions involved products of light industry, the chemical industry, 
metallurgy and some branches of the machine industry. With regard to products 
of light industry, an accounting regulation was employed which allows a part of 
production output which is a part of the processing of Soviet raw materials to 
be earmarked for the domestic market. This made up 50 percent of the value of 


goods encompassed by the transaction. 


One of the areas of cooperation within the concept of profit from independent 
production potential of Polish industry was the receipt of deliveries of 
materials and component parts by the USSR, as well as making resources 
available in free foreign currency for some branches of our industry which have 
been cooperating with Soviet industry for a long time. To this end, the Soviet 
Union supplied various materials and outfits, replacing those imported from 
capitalist countries, or it delivered resources in free foreign currency of 
about 28 million rubles. Among others, these deliveries and resources were 
earmarked for the production of “pentaconta” automatic telephone exchanges, 
coproduced elements for “kamaz” and “waz” autos, vessels for Soviet shipowners, 
as well as the production of paints and varnishes. 


Compared to the past year, in 1983 the value of imports of fuels, raw materials 
and other materials rose by almost 20 percent. The increase in the quantity of 
deliveries of certain Soviet raw materials is a result of our participation in 
investments realized on the territory of the USSR. By the virtue of this, in 
1983 we will receive 1 million tons of crude oil, 2.8 million cubic meters of 
natural gas, 2.5 million tons of iron bearing raw materials, 50,000 tons of 
asbestos, and 30,000 tons of cellulose. For 170 million rubles, we will 
purchase in the USSR goods for general use, among others, 220,000 
refrigerators, 8.5 million watches, 200,000 bicycles, and 50,900 color 
television sets. 


In 1983, we return to the Soviet market with deliveries of coal at the 
pre-crisis level, that is, at 9.5 million tons. Basic items will consist of 
machines and mechanical devices which will make up 57 percent of exports; among 
others, ships (17 items), metal cutting lathes, high compression engines, 
hoisting-hauling mechanisms, coproduced elements for “waz” and “kamaz” autos, 
and electromagnetic contacts. On account of the situation in the domestic 
market, we decreased the export of market goods to the USSR (by about 200 
million rubles compared to 1982), including, above all, products of light 
industry such as shoes (by 7 million pair), textiles, cosmetics, and furniture. 


/If it is so good/ then why is it so bad? It does not take much to notice that 
the Polish-Soviet exchange is based more on stopgap measures than on a 
foundation prompted by both partners being mutually indispensable to each 














other. In the contemporary world, international specialization of production 
and industrial cooperation give rise to mutual bonds of tai~ sort. Already by 
1975, the share of cooperative trade came to more than W percent of the total 
exchange of industrial products in trade among the highly developed capitalist 
countries, which means that particular countries specialized in the production 
of parts, sub-assemblies and component parts for the needs of a significant 
part of the world. At present, a similar level of cooperation is estimated 
among such countries as the GDR, CSSR, Hungary, and Bulgaria, as well as in the 
deliveries of products of these countries to the Soviet Union. 


The development of international specialization intensifies the exchange of 
goods and creates a strong foundation for preserving these bonds. Its weak 
nature is the cause of our becoming a continuously less important partner for 
not only the Soviet Union. In 1978 we placed second in trade with the Soviet 
Union immediately after the GDR, which was ahead of Poland by 640 million 
rubles. In 1983, GDR trade was already higher in relation to Polish trade by 
3.3 million rubles, coming to 12.2 billion, and showed a growth of 1.5 billion 
rubles in the course of the year. Czechoslovak trade with the USSR came to 
9.8 billion rubles, showing a growth of 1.3 billion, Bulgarian--9.2 billion 
rubles with a growth of 1.1 billion. Poland places only after this 
country--8.9 billion rubles, showing a growth to the 1981 year of crisis of 
760 million rubles. Hungarian trade amounted to 7.5 billion rubles, Cuban 

5.8 billion, Yugoslavian 5.3 billion rubles. If we take into consideration 
that the value of Polish trade is raised by imports on credit from the Soviet 
Union, just comparing the exports of individual countries to the Soviet Union 
would give Poland a still weaker result; tiny Cuba already seriously threatens 
our position. A similar phenomenon can be noted in analyzing foreign trade of 
the GDR. Exchange of Polish goods with this country grew in 1975-80 by 

16 percent when during the same period trade exchange rose as high as 

60 percent with the GDR's other partners such as the USSR, Hungary and 
Bulgaria, and with Rumania by 90 percent. 


On an international scale, at the end of the 20th century, a country of 
Poland's size without a developed specialization of production can only count 
on an economic status equal to Third World countries. Self-sufficiency will 
not assure advancement into the circle of highly developed nations, yet 
tendencies of this sort are regularly revived. The complete report prepared in 
1981 by the Institute of Market Affairs and Pricing in Foreign Trade [IMAPFT] 
warns against them. The report reads: “As a consequence of difficulties in 
trade with capitalist countries, the concept being advanced in support of an 
economic policy of increasing self-sufficiency (i.e., limiting foreign economic 
ties and a withdrawal from division of labor) rouses concern. At the present 
stage of development and growth of economic interdependence in the world, such 
a policy would be tantamount to selecting the most costly road for growth or 
perhaps even negating it entirely.” 


Essentially, tendencies in support of self-sufficiency were revived in Poland 
after the washed-out attempt at strengthening economic ties with the West, 
when, in its place, a basic reorientation of foreign trade toward nations of 
the socialist community was not decided on. This philosophy of 
self-sufficiency was dominant in our country during the 1960's; also, in spite 

















of appearance, the period of the 1970's was not marked by an entrance into the 
international market. It was not so much the export of modern industrial 
products which determined the growth of foreign trade as import supported by 
Western credits. 


A lack of faith in the abilities of the partners in CEMA, which to this day has 
not been overcome, lies at the root of the errors made. Even if declarations 
on the necessity of strengthening cooperation within a framework of socialist 
integration were made, successive pronouncements clearly detract from these 
declarations. 


The complete report prepared by the IMAPFT in 1977 left no illusion that the 
Polish economy's chance for developing a relationship with Western markets is 
unrealistic, while at the same time it exhorts that only increased cooperation 
within the framework of CEMA alone creates an opportunity for development and, 
at that, under altered conditions in approach to socialist partners. The study 
mentioned is so relevant and, as before, so timely thot I will allow myself to 
quote relatively extensive excerpts: "The economic situation in developed 
capitalist nations in 1976 was not the favorable factor in the development of 
Polish trade to the degree expected. Besides, the majority of DCC [developed 
capitalist countries] employed protectionist trade policies. Also, intensified 
expansion of exports from developing countries had an influence in heightening 
competition in the markets of the DCC. They offer goods produced on the basis 
of Western technology and facilities, as well as the support of Western 
management. As a rule, these goods are competitive in relation to goods from 
Poland; at the same time, they are sold on more profitable terms in a framework 
of preferential agreements, the scope of which grows continually." 


The illusion that the West could establish more cooperative relationships, 
provide credit to finish structures begun on the basis of Western licenses, 
making it possible to repay them with the export of finished products, should 
be dispelled. 


First of all, it never intended to; it suffices only to look at the structure 
of Polish exports to the highly developed nations. If goods produced at a more 
sophisticated level of production constituted more than three-fourths of the 
mass of goods exported to the countries of CEMA and the developing nations, 
then the export of raw materials and agricultural commodities significantly 
prevailed among .- orts to highly developed nations; just as in the case of a 
typical Third Worl country, higher customs charges and restrictions were 
imposed on our products. As matter of fact, it has always been so, even when a 
pro-Western direction was dominant in the Polish economy. 


Second of all, Western industry is going through its own recession associated 
more with highly developed nations passing on to a stage in a nev industrial 
revolution in which microelectronics is dominant. It is not likely that Poland 
could be a partner in this company. However, the protracted recession engulfed 
aging branches of Western industry, precisely those lines which we could offer 
as exports for trade with the West. Even with furnishing credit for the 
completion of investments at “Ursus,” or “Polkolor,” it is hopeless that 
finished products of these enterprises would find an outlet in Western markets. 

















Likewise, the CEMA countries are not interested in contributing to a strategy 
gone astray. For example, there will be serious difficulties in exploiting 
production capabilities of plants producing Polish licensed color television 
sets. The Soviet Union and CEMA countries turned to cooperative licensing with 
the French-F®C system since the mid-1960's. Licenses obtained at the present 
time continue this tradition as well. Within the scope of obligatory quotas, 
Soviet scientists and technicians continued with advances in technology. 
Observing norms is essential for the sake of further advancement in 
standardization of parts, sub-assemblies and components. Specialists from CEMA 
countries stated that they threw up their hands on hearing that Poland was 
developing its production of color televisions on the basis of an American 
system, one substantially different from that employed by CEMA countries, 
thereby making cooperation impossible (the same was true in the case of the 
production of British tractors, or French buses). After all, they are not 
going, to adapt their developed systems to solutions adopted by Poland. 


Stories of this sort repeated themselves regularly, among other times in 1977 
while Poland was cooperating within the scope of CEMA in the “Riad” computer 
system. Not until 1978-1979 did the representatives of Polish industry abandon 
individually adopted solutions and return to CEMA partners with a proposal to 
join in cooperation. 


/To spite whom?/ The complete report of the IMAPFT for the year 1976 mentions 
practices which weaken the credibility of Polish enterprises as a partner in 
the Soviet marketplace, such as transferring exports of some goods to free 
currency markets, indicating to customers that Polish exports of industrial 
products are less competitive in terms of quality and promptness of delivery. 
It emphasizes that this factor takes on a greater significance from year to 
year, especially under conditions of growing competition in the Soviet 
marketplace from not only capitalist partners but other socialist countries 
which offer better quality goods and guarantee long-term deliveries. 


The report stresses that: “The development of Poland's trade exchange with 
socialist countries continues to be confronted with a transportation barrier. 
The gulf between growing transportation needs and narrow transportation 
capabilities is the cause of difficulties in the transport of goods which are 
the object of Polish-Soviet trade, chiefly mass goods such as ore and coal. 
Transportation difficulties in Polish-Czech trade relations have given rise to 
certain strains in the economies of both countries.” 





Poland's transportation difficulties and the manner in which they ar- dealt 
seriously disturb CEMA rartners. Poland lies at the crossroads of important 
communication links. However, at a dozen or so crossings on the eastern 
border, transshipping occurs at three stations, causing uncommon pile-ups. A 
few transshipping stations were planned on a metallurgy-sulphur line but never 
really materialized. Five international pipelines pass through Czechoslovakia 
from which that country draws significant compensation and, at that, 
compensation in fuel. Yet, the road through Czechoslovakia to Western Europe 
is longer and runs through mountainous terrain; besides, the concentration of 
pipelines is not favorably looked upon by strategists. Our representatives did 
not agree to constructing a transit gas pipe through Poland, since a prospect 














appeared for our own gas deposits. The vision of resources dissipated, 
reservations were withdrawn, but work on the main had already progressed. At 
present, Polish construction firms are participating in the building of 
pipelines on the territory of the USSR, for which our country can gain certain 
additional quantities of fuel. 


Our neighbors endeavor to solve problems of international transportation, they 
are putting into service new crossings on the Soviet-Czech border; also, on the 
Baltic, they are putting into effect their largest investment in 
transportation. The transport of 5.3 million tons of cargo a year is targeted 
for a ferry line being constructed from Memel (Lithuanian SSR) to Mukrany 
{English translation unknown] (GDR). While incurring certain additional costs, 
the countries of CEMA are solving their problems without taking Poland into 
account. 


Decreasing trade with Poland does not create any significant her¢dship for the 
countries of the economic community. In 1982, 23 percent of Soviet export of 
industrial equipment was sent to markets of the Third World, countries which 
can offer attractive raw materials and other substances in exchange. 


Profits flowing from the exchange of goods which promote the most effective 
performance of energy management pass over Poland. The Soviet Union is a 
tycoon in the production of electrical energy, producing about 5000 kWhr per 
inhabitant to Poland's 3200. On the basis of trade agreements, Soviet industry 
specializes in the production of energy intensive products; on the other hand, 
the remaining countries, with the exception of Poland, supply the USSR with 
products which are less energy intensive. 


The remaining countries of CEMA are already rigorously exacting repayment of 
credits granted Poland earlier. It would be frivolous to assume that the 
Soviet Union will grant credite for an extended period to an economy of a 
country which is unable to rationally solve its economic problems. After 1985, 
the repayment of loans made to Poland comes due, which can seriously complicate 
our country’s payments situations. However, we must not forget that unlike the 
Western powers, the entire socialist community is anxious that economically 
Poland become the strongest possible link among the CEMA nations, for Poland is 
the second socialist state in Europe with respect to size and potential, and it 


occupies a particularly important strategic position. 


12491 
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ECONOMIC SIGNIFICANCE OF DANUBIAN PORTS--SVISHTOV 


Varna KORABOSTROENE/KORABOPLAVANE in Bulgarian No 7, 1983 pp 240-241 


[Article by Vasil Doykov: “The Bulgarian Denubian Porte--Svishtov." Third of 
a series of articles on this ~wbhject. Ref.-JPRS 83555 of 26 May 83.) 


[Text] Among the Bulgarian Danubian ports, Svishtov holds third place in im- 
portance after Ruse and Lom, shead of the ports of the larger Danubian cities 
of Vidin and Silistra. The city is on the right bank of the Danube, opposite 
the Romanian port of Zimnicea; it is 254 km from the river's mouth and 2,295 km 
from its headwaters. Along this bank the great European river reaches its 
southernmost point. From here is the shortest distance to the Balkan Range 
passes which lead to the southern parts of Bulgaria and to the coasts of the 
Aegean Sea. 





Svishtov is located on three levels, along the slopes of hills, of which the 
highest is Mount Balasha with 225 =. The port is located on the lowest flooded 
terrace. In addition, along a roundabout way, it was possible to climb from 
the Danube to the city along a ramp and « long stairway. Svishtov was the heir 
to the Roman city of Novae which had been built on the site of an old Thracian 
settlement. The remains of Novae have been discovered at the locale of 
Stuklen, near the monuments, to the east of the city where the Russians 

crossed the Danube during the War of Liberation. The city dates back to the 
time of Emperor Claudius (let Century). It is aleo mentioned by Procopius of 
Caesarea and by Theophylaect Simocatta. On the hill over the port, at Kaleto, 
there are the remains of another Roman settlement. These date to the 2d-4th 
Centuries and this settlement was also the subject of Novae. 


Within the period of the Bulgarian state, the settlement appeared with the 
name of Svishtov and about thie there are many interpretations and versions: 
from the word “Svesht" [candle], from the fires lit at night on Kaleto as «a 
guide for ships and boats, from Latin and Greek words with an unclear meaning, 
from the name of a one-time inhabitant of the city, Sviet'o (Svisht'o), from 
the name of the owner of a fortress Ataman Svishtov (according to the Turkish 
traveler Hadji Kalfa a Wallachian Ateman in the 17th Century) and so forth. 
With the name of Sistovo, the settlement figures in the register of the 15th 
Century for the towns and villages of the Sanjak of Nikopol. The town is men- 
tioned by the chronicler Leonclavius, and figures in the map of Fra Mauro of 
1459 and in the map descriptions of the Turkish travelers Hadji Kalfa and Evita 
Chelebi where it is called Suistevo. It ie encountered with similar names on 











many maps of the l7th and 18th Certuries, including: Suistevo--1688 and 1689, 
Suistefo--1692, Sistovo--1706, Zisto--1730 and Soistovo in 1744 and 1789. 


After an extended time of belonging to Nikopol, gradually Svistov emerged as 
an important port and at the end of the 18th Century as a comercial center for 
the Danubian power of the Empire. To it across Wallachia led a route called 
in Romanian documents the “Svishtov Route." For the Austro-Hungarian steam- 
boats, Svistov became one of the main ports on the trade route as it covered a 
large portion of Northern Bulgaria, Macedonia and Thrace. The name of the 
present-day section of Veleshana goes back to the times when here there were 
the huts and shops of traders from the town of Veles and from the Vardar 
Valley. Coming to Svishtov were wagon convoys which brought grain, hides, 

veg table ols, cotton, wax, rose oil, wool, cotton, flax, hemp, silkworm 
eggs and so forth. These goods were destined for Braila, Galati, Tearigrad 

or Central Europe. Of important significance for trade were the factory-made, 
colonial and manufactured goods imported from Austria, Russia, Romania and so 
forth. 


In the period of 1850-1860, the Svishtov port had around 150 Danubian sailing 
vessels with a capacity of 120,000 tons. A portion of these was owned by 
Svishtov shipowners. The merchant Nikola Tsv. Stanchov was the chief stock- 
holder of the Danube Steam Company founded in 1867. This company purchased 
from Austro-Hungary the steam vessel “Nachalo" and three sloops for transport- 
ing grain. Capital was also invested in the company by Khalim Aga of Oryakhovo 
and the Greek trader Zarifi from Tearigrad.* 


After the founding in 1866 of the first “Idarie i Nakhrie” Navigation Company 
in Ruschuk, there appeared a Svishtov one which for the first time had Bulgar- 
ian participation. However, it was unable to survive due to the lack of exper- 
lence and strong foreign competition. 


In 1865, Dr Ivan Bogorov wrote the following: "Svishtov is the most commercial 
place of the towns along the Danube...down along the river are stores, as well 
ae storage for salt and goods which come from Rumelila across from the Balkan 
Mountains. Salt is the main commodity of trade for this port. Here a trader 
can very easily survive if he has a warehouse and sells only salt. Some also 
assemble grain, that is, they trade in grain. The second source of profit is 
commission profit which has enriched and is enriching many." Georgi Rakoveki 
also emphasized: "“Svishtov in terms of its position is a good commercial cen- 
ter on the Danubian coast and for this reason its inhabitants have long since 
developed a trading spirit.” Of the town, Feliks Kanite wrote: “For a long 
time Svishtov has been renowned as a European town with a European market." 


Svishtov, where handicrafts, grape raising, livestock raising, silkworm ~ais- 
ing and other activities had been strongly developed, had 45 commercial firms 
which traded with Veles, Okhrid, Ser, Melnik, Razlog and Bansko. These towns 
supplied rice, wool, hides, cotton, tebacco, anise, olives, olive oil, tar and 





*The newspaper MAKEDONIYA (21 December 1868), “Our Trade." 


























pig iron. In 1869, the town of Svishtow had 957 stores and 720 warehouses. 

In 1870, the port and many of the stores were burned up in a catastrophic fire, 
but soon after this 260 new stores were ‘wilt. At that time in terms of trade 
Svishtov was ahead of many of our Danubian ports. For example, in 1877 the 
port of Ruse received 5,556,600 kg of goods and shipped out 676,000 kg, while 
2,.<6,189 kg were received through the port of Svishtov and 836,871 kg were 
shipped out. 


During the period of the Bulgarian Renaissance, Svishtov was a lively town. 

In 1815, Emanuil Vaskidovich opened the first secular school in the town. In 
1812, Filip Sakelarovich, a merchant from Braila, had made a gift of 19,000 
forints for this school. In 1873. the first commercial high school was opened 
vere but closed down by the Turks in the following year. To reopen the commer- 
cial high school in 1882, the merchant Dimitur Khadzhivasilev made a gift of 
240,000 gold leva and in 1884, the building of the high school was erected ac- 
cording to the plane «f the Austrian architect Paul Brank. 


At the « J ~, Russian troops under the command of Gen Dragomi ov 
crossed < vanuc ver two pontoon bridges to the east of Svishtov where they 
were least expect There was 4 memorable meeting of the Russian liberators 


in the first town ti d by them. After Liberation, Svishtov for a certain 
period of time was a» okrug center. About the time from the end of the last 
and the beginning of the present century, the well-known Bulgarian writer Dimo 
Kazasov has written: “In 1900, the railrcad line betwee Turnovo~--Corna 
Oryakhovitsa--Ruse diverted imports and «xports to the large town (Ruse). The 
port was empty, the famous warehouses vere locked up, the rich merchant houses 
were faded and the people care-worn." 


In 1904, a library with c thester was built with the 200,000 gold leva provided 
by the merchant D. Avramov. In 1936, a higher commercial school was opened 
also with the aid of a gift of 50 million gold leva from the merchant D. Tsenov. 


In spite of the fact that in 1909 a railroad line was built between Levski and 
Svishtov, the importance of Svishtov es a commercial and port town began to 
decline. In comparison with 1894, in 1939, imports and exports had declined by 
one-half, respectively, from 33,748 tons to 17,114 tons and from 52,002 t ns to 
20,267 tons. 


The ouilding of the port of Svishtov commenced during the years of World War I 
with the initiating of construction of the stone quay walls, the railroad 
tracks, grain storage, warehouses, port administrative buildings and so forth. 
After the war thie was halted, to be resumed in 1927-1928. In terms of the 
length of the quay wall, the Svishtov port is in second place after Ruse. In 
1945 there began rapid mechanization of the port, new cranes were delivered, 
and large new warehouse area was built. The quay wall was lengthened and new 
ship berths were opened up. In 1967-1968, new cranes and machinery for support 
mechanization were delivered. 





The 1980 data published in the Statistical Annual of the Danubian Commission 
indicate that the port of Svishtov holds 10th place among the major Danubian 
porte after Regensburg, Cernavoda, Braila, Giurgevo, Danaujvaros, Bratislava, 
Belgrad, Vienna and so forth. Of the freight handled, 69.4 percent was 




















comprised of building materials from the Danube River, 14.21 pe cent of solid 
fuel, 5.87 percent of iron ore and 5.34 percent of metals. 


At present, Svishtov is a developed industrial town. The largest enterprise 
is the Sviloza Chemical Combine built in 1973 with its plants for pulp, arti- 
ficial fibers, artificial silk, equipment repair plant, thermopower plant, 
sewage treatment plant, railroad station and plant port on the Danube River 

(4 km to the west of the Suistevo port). The combine employs 7,000 persons. 
In the town there also is a plant for reinforced concrete products, a cannery, 
a bakery and so forth. 


The town of Svishtov is the birthplace of the prominent writer Aleko Konstan- 
tinov and of the prominent Bulgarians Dragan Tsankov, Grigor Nachevich, Nikolay 
Pavlovich, Dimitur Tsenov, Aleksandur Bozhinov and others. 
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BULGARIA 


PARTY OFFICIAL EXPLORES POSSIBILITIES FOR HIGHER CROP YIELD 
Sofia KOOPERATIVNO SELO in Bulgarian 26 Aug 83 pp 1, 2 


[Article by Angel Bobokov, head of the Agriculture Section under the BCP 
Central Committee: "Reserves Which We Have Still Not Touched") 


[Text] In the first years of the five-year plan, bold steps were taken to 
carry out the party course of intensifying agricultural production. There has 
been a substantial growth in its resource base. While at times the delivery 
of fertilizers, chemicals, equipment and so forth do not always conform to the 
biological needs of the plents, the improved material supply reflects positive- 
ly on the increase in yields, particularly for the grain-fodder crops. More- 
over, although the winter wheat this year was hit by bad conditions, the yields 
would not have been obtained without improved use of the intensive factors and 
scientific-technical progress. 


At the same time it must be pointed out that the yields have not always in- 
creased proportionately to material and technical supply, both in physical and 
cost terms. This tendency can be illustrated by figures and is also character- 
istic even of certain advanced farms. The surmounting of it will become one of 
the most important questions in intensifying crop production. The basic fac- 
tors which determine it are rooted chiefly in the incomplete use of the basic 
intensification factors and unsatisfactory production discipline. 


When the use of the intensification factors is analyzed, one is particularly 
struck by the slow introduction of major resource-saving production methods, 
particularly in soil tilling. What happens approximately is that the use of 
chemistry in the intensive and superintensive production methods increases sub- 
stantially while at the same time in soil tilling the old traditional resource- 
intensive methods remain the basis. Even soil scuffling which is a positive 
phenomenon in the presowing preparations for winter wheat in many instances is 
identified with minimalizing. Six or seven passes with disking implements in 
no way are a resource-saving method. 


The methods of soil tilling merit particular attention, since it is well known 
that from 24 to 31 percent of the expenditures in crop raising go to soil till- 
ing. The theses of the 12th Party Congress state clearly and definitely: 
"There is to be wide application of fundamentally new methods of soil tilling, 
for tending and increasing the fertility of the products. Particular attention 
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must be given to rapidly introducing new methods for minimum scuffling and non- 
turning soil tilling, for precision and straight drilling, for performing 
several operations with one pass of the machine unit and so forth.” These 

ideas are present in all the documents and decisions of the party, state, eco- 
nomic and other bodies and organizations, and on all levels. They hold the 
central place in the new type of engineering plans of the brigades as approved 
by OAPS [okrug agroindustrial system] and NAPS [national agroindustrial system]. 
And this is all to the good! 


What is disconcerting here? In recent years, Bulgarian and foreign projects 
with proven effectiveness have been proposed. The material and technical con- 
ditions were also provided for their mass introduction. At the same time, 

their practical implementation has lagged behind. This also applies to the 
methods which have long been employed in the agriculturally developed countries 
and also in our leading practices. These could be introduced without trouble 
not on thousands but rather on millions of hectares with the various soil types. 
This is one of the important reserves for achieving the permanent trend of in- 
creasing the yields while lowering product costs. What is the question here? 


A) In the first place, one of tilling the soil without a plow. The method can 
be employed with the basic cultivating on most of the spring crops which each 
year occupy close to one-half of the tilled land; 


B) The methods for tilling surface water-logged soils and restoring their 
disrupted fertility, 


C) The basic and current leveling of all irrigated land suitable for gravity- 
fed irrigation and designed for the raising of sugar beets, alfalfa and other 
crops which have increased demands on this condition; 


D) Reduced and subsoil tilling in which we could also put direct (straight) 
seed drilling, particularly for second crops; 


E) Track sowing of winter wheat and other crops. 


These are only some of the methods which merit closer attention at the moment. 
The results both from their experimental testing and mass introduction show 
that they repay better for the invested resources. In addition, each of them 
also has other positive features such as high labor productivity, the reduc- 
tion of erosion processes and the smaller compacting of the soil. And this 
means better conditions for the development of the plants and for maintaining 
and increasing the soil fertility. 


Let us take the plowless cultivating or so-called nonturning cultivation which 
is carried out using hoe cultivators, subsoil cultivators or disk implements. 
This has several advantages; 


A) Fuel consumption per decare is reduced from 15 to 23 percent. Applied on 
millions of decares, this represents an enormous reserve which bas still not 
been touched; 
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B) Labor productivity is increased from 20 to 42 percent. This is of particu- 
lar significance for shortening the time to prepare the soil for spring crops. 
Estimates show that autumn cultivation is completed at least 15 days earlier. 
It is not difficult to see how auch this means when the rains often force the 
autuam cultivation to be left to the spring with all the ensuing negative con- 
sequences; 


C) This is a dependable means for combating wind erosion, a scourge which is 
becoming evermore dangerous for our farming. It also limits water erosion on 
hillside terrain; 


D) The water-retaining capability of the soil is increased and soil compacting 
is reduced; ; 


E) The advantage has also been shown that this method reduces the crests and 
furrows which otherwise form after the plow. A plow trailing is not formed 
and this contributes to the penetration of the plant roots in the subsoil; 


F) There is already sufficient data which confirm that the number of cultiva- 
tions for the presowing soil cultivation for winter crops under certain condi- 
tions can be substantially reduced if they are carried out using hoe culti- 
vators combined with disk harrows; 


G) As for the most disputed questions here, that is the combating of weeds 
and the applying of »hosphorous fertilizers, the testing data are in favor of 
employing cultivation without turning the topsoil. This cultivation initi- 
ates the sprouting of the weed seed before the sowing of the crop, and on the 
surface removes 30-40 percent of the rooted veeds and this facilitates their 
destruction using combined methods. After spraying, the phosphorus mixes even- 
ly through the entire broken up layer and then the result from fertilizing is 
higher. 


The opinion of the specialists is that the hoe cultivators should not be ap- 
plied totally and routinely. A place undoubtedly remains for the plow in cer- 
tain instances: when old alfalfa is to be plowed up or heavily weed-infested 
areas and always when it is essential to apply a large amount of organic matter 
to the soil. 


There are also disputed questions which science must take up. But until these 
have been settled, the plow gust in no way be completely eliminated. Here is 
an issue of preparing the soil with wheat monocropping, for basic cultivation 
for sugar beets and so forth. With the establishing of zonal agriculture sys- 
tems based on agroecological brigades, the scientific research institutes aust 
carefully determine the place of the disk harrows, of the subsurface culti- 

vators, hoe cultivators and also the plow. In disputed instances, this also goes 
for the various soil types and rotations, climatic conditions, and so forth. 


Implements for soil cultivation without the turning over of the topsoil are 
produced serially in Bulgaria and meet the production requirements. These are: 
the KRN-1.75 for the DT-75 tractor, the KRN-2.4 for the T-150 tractor and the 
KRN-3 for the K-700 tractor. They are not expensive and it makes sense for 
the mentioned tractors to be equipped with the corresponding implement in order 
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to fill out the production set. It is also essential to move decisively to 
their mass, creative introduction into practice. 


The effectiveness of the method of cultivation on water-logged soil using the 
RDN-80, RDP-80 and RDN-100 implements has already been proved. Double-layered 
deepening ["produlbochavane"] using the method proposed by the collective from 
the N. Pushkarov Institute and the NIIMESS [Scientific Research Institute for 
the Mechanization and Electrification of Agriculture] in Sofia, with miniaum 
funds (from 6 to 13 leva per decare), restored the soil fertility and paid 

back the money in a year. The question is to carry out everything on the basis 
of a scientifically sound plan and not permit haphazardness in the deepening 
(as was the case 5-6 years ago with the unfortunate RD-2.5 implement). Unfor- 
tunately, even now the MTS [Machine-Tractor Station] and Erosion Prevention DSO 
[State Economic Trust] is continuing, for the sake of carrying out the volume 
of work, to deepen using this machine. This essentially means a wasting of 
funds! 


This year, at the APK [agroindustriai complex] in Medkovets, Mikhaylovgrad 
Okrug, some 5,000 decares will be deepened using a plan worked out by the N. 
Pushkarov Institute and the Water Management DSO. Execution has been entrusted 
to the MTS and Erosion Prevention DSO. 


For a year now the Barley Institute in Karnobat has been testing the so-called 
rail sowing and this has been employed on a mass basis in a number of the ad- 
vanced countries in wheat and barley production. It has shown indisputable ad- 
vantages for our conditions: with equal investments of resources 60-70 kg of 
additional grain per decare can be obtained by employing it. Using this method 
of sowing, conditions are created for the unobstructed use of ground equipment, 
for promptly and effectively carrying out all the production operations, for 
most effectively utilizing the fertilizer, chemicals an’ herbicides and for ob- 
taining large and economically profitable crops. Unfortunately, rail sowing is 
making headway very slowly in practice (this year, just 200,000 decares). But 
there is every condition to plant millions of decares by this method. 


The question of direct sowing or drilling has been raised repeatedly. Around 
800 drills have been supplied. But here the pace is unsatisfactory although 
there have been certain results from the nation's pacesetters. This year, 
progress was made in Silistra, Ruse, Pazadzhik and certain other okrugs. But 
the great opportunities of this method are far from fully utilized. Some re- 
frain, others plant but do not tend for the crop carefully. The combating of 
weeds is particularly underestimated. Thus, in essence, there are few farms 
which truly benefit from the opportunities for reducing fuel consumption and 
for most fully utilizing the moisture in the soil which is a prerequisite for 
a high harvest. 





There is the legitimate question: Why are these highly efficient decisions of 
scientific and technical progress being held up and is it not time to make a 
move toward their mastery and broadest introduction? 


It is quite true that several years ago we did not have complete research and 
specific solutions for several of them. For others the meterial and technical 
conditions had not been created. But also chance and errors were permitted in 
the employment of certain methods. 











At present, we already have tested methods which are employed by advanced 
practice and their employment merits the broadest support. The basic restrain- 
ing force in their introduction is a psychological barrier, a technological 
conservatism among a number of specialists and scientific circles, as well as 
in production. These find it difficult to divorce themselves from tradition- 
alism. But is it not true that the introduction of the new frequently in- 
volves difficulties and unpleasantness! 


There are those who, in returning from a scientific trip or from an exchange of 
experience, demonstrate a level of informativeness, they recommend new deci- 
sions but sooner as a plan for someone else. They themselves do not set to 
their introduction. Are they aware of what responsibility they are assuming, 
these persons who flippantly reject and pay no heed to valuable production solu- 
tions? It is clear that a very great necessity has arisen to eliminate the 
inertia in the approach to the creative application of progressive scientific- 
technical achievements and that here a real source for increasing the universal 
effectiveness in the intensification and stability of agriculture is an impor- 
tant link in the production chain. 


At present, we are in a crucial moment of disclosing the reserves and drawing 

up the counterplans of the labor collectives and scientific research institutes 
for the next year; in essence this is a continuous process which will last into 
1985. The next days and months must be turned into days of seeking out all that 
is new and efficient--Bulgarian and foreign--and which has undergone the testing 
of advanced practice. This must be reasonably assessed and incorporated in the 
counterplans. Also crucial here is the two-sided responsibility, creativity 

and ambition, that is, on behalf of the Agricultural Academy with it« research 
and introduction divisions and, on the other, the agricultural organizations 

and production specialists. 


New production methods must be popularized more widely. The holding of demon- 
strations and the training of production specialists and equipment operators in 
the actual mastery of the fine points of a procedure must become a constant con- 
cern. The collective of the Pushkarov Institute and the NIIMESS in Sofia have 
developed methods and designs for soil-cultivating implements, while the Agri- 
culture Equipment Repair DSO has begun series production of the implements. 

But these organizations are doing very little to popularize the machines and 
methods. The producers in essence are waiting to receive a request from the 
clients who do not know the qualities of the equipment being offered. Let us 
recall that there are representatives from firms who come from other contin- 
ents just to demonstrate their machines. But our scientific, production and 
trade organizations which are in the same economic system cannot find the forms, 
means and time to do this. 


The contracting of two sides on a mutually advantageous basis must be funda- 
mentally improved. The linking of the proposers of a scientific product and 
the production collectives means a mutual commitment, trust and responsibility. 
And ultimately this means the breaking with the slow and torturous process of 
introduction in its present form. 


The MTS and Erosion Prevention DSO must be turned into an accelerator for in- 
troducing new ideas. The MTS must become the first carriers of modern progres- 
sive production methods into practice, but this is not the case today. They 
are frequently in the rear in applying scientific and technical achievements. 
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There must be high activeness and ambition among all scientific workers, spe- 
cialists and agricultural workers. For this reason there is no time tc wait. 
Just 2 years remain until the end of the five-year plan. One scarcely needs 
to remember with what urgency and responsibility the party decisions spoke of 
the introduction of new production methods into the plans, and now all of this 
must be carried out just as responsibly. 
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STUDY OF FOREIGN MARKET CONDITIONS ENHANCED 
Marketing Research Center Established 
Sofia DURZHVEN VESTNIK in Bulgarian No 66, 23 Aug 83 p 859 


[Decision No 125 of the Bureau of the Council of Ministers of 8 August Con- 
cerning the Setting Up of a Center for Foreign Trade and International Market 
Conditions] 


[Text] The Bureau of the Council of Ministers resolves: 


1. As of 1 August 1983 to form under the Ministry of Foreign Trade a Center 
for Foreign Trade and international Market Conditions, to be supported by the 
budget and to have the following area of activities: applied scientific and 
informational services for the Ministry of Foreign Trade, the economic and 
foreign trade organizations on problems of foreign trade and international 
market conditions and the automating of management activities. 


The minister of foreign trade is in charge of establishing a regulation for the 
functions and tasks of the center as well as its staff and structure. 


3. The scientific workers who have been released from their position due to 
the shutting of groups in the Institute for International Relations and Social- 
ist Integration can be appointed to the Center for Foreign Trade and Inter- 
national Market Conditions under the procedure of Point 76 of the Regulation 
for Applying the Law Governing Academic Degrees and Titles. 


5. The scientific workers and employees from the closed groups and the activi- 
ties which will be cut back as a result of this decision, depending upon the 
possibility for finding employment for them, can remain up to 6 months on the 
reserve staff of the Ministry of Foreign Trade with the necessary funds being 
provided by the Ministry of Finances. 


The executive personnel and scientific workers assigned (reassigned) with their 
approval to another job and for whom the time-based labor remuneration will 

decline are to keep the wages which they received prior to their assignment (re- 
assignment) while they personally hold the new position. 


Chairman of the Council of Ministers: 
Grisha Filipov 


Chief Secretary of the Council of Ministers: 
Ivan Shpatov 
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Foreign Marketing Studies 
Sofia VUNSHNA TURCOVIYA in Bulgarian No 7, 1983 pp 12-15 


[Article by Stefan Uzunov: “Marketing Studies With a Stronger Tie Between 
Production and Foreign Markets"] 


[Text] The 12th BCP Congress set as the basic task for our foreign economic 
policy during the Eighth Five-Year Pian and up to the year 1990 a rise in the 
effectiveness of foreign economic ties and the closest linking of national 
production with the requirements of the foreign market. The concretization of 
this task has been the economic mechanism which in its advanced form is truly 
“more mature, more effective and more complete." Under the conditions of the 
complex international economic and political situation, this task is particu- 
larly pertinent. 


For the open nature of our economy, under these complex conditions, the study- 
ing of the international commodity markets assume ever-greater significance for 
carrying out efficient foreign trade. The correct disclosure of trends in 
their development and the scientifically based forecasting of expected prices 
at which goods will be sold are becoming a necessity in which both the economic 
and foreign trade organizations as well as all the members of their collectives 
are interested. 


The concretization of the tie between national production and the foreign 
market is carried out through the economic mechanism in the following areas: * 


a) Raising the role of the economic organizations in the area of foreign trade 
activities; 


b) Increasing the importance of the foreign trade organizations; 


c) Deepening the economic nature of the relationships between the economic and 
foreign trade organizations; 


d) Strengthening the economic incentive to export. 
Under the conditions of the economic mechanism, an economic organization is 


directly responsible for carrying out the state planning task for foreign trade, 
as this is received from the Council of Ministers. The state planning task, 





! Grisha Filipov, "The Economic Mechanism for Managing the National Economy 
in the Eighth Five-Year Plan--An Important Factor for Carrying Out the 
Decisions of the 12th BCP Congress,” RABOTNICHESKO DELO, No 15, 15 January 
1982, p 2. 


2 "Ikonomicheskiyat mekhanizum za upravlenie na vunshnoturgovskata deynost 
pres osmata petiletka” [The Economic Mechanism for Managing Foreign 
Activities in the Eighth Five-Year Fian], BTPP [Bulgarian Chamber of 
Commerce and Industry], Sofia, 1982, p 6. 
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along with certain economic norms for the regulating of foreign trade activi- 
ties, is the basis on which the economic organization works out its open 
counterplans for foreign trade. Consequently, the presence of foreign trade 
planning activities in an economic organization requires the organization to 
have information (a forecast) on the most recent demands and trends in the de- 
velopment of the international commodity markets. In this regard, the role of 
marketing and price studies has assumed particular strength, because, according 
to the Regulation Coverning the Economic Mechanism, ain economic organization 
assumes responsibility for the foreign exchange and financial results from the 
selling of its products on an international market, that is, if the marketing 
study is unsatisfactory, then there can be an ineffective change in the pro- 
duction structure and, respectively, in the export structure, there can be 
difficulties in selling the products on the foreign markets and the ending up 
with negative economic results (losses) which ultimately are assumed by the 
economic organization. Hence a greater role is played by the preplanning 
(forecasting) activities and specifically the role of forecasts in the de- 
velopment of the international commodity market conditions; these are the basis 
for compiling the economic organization's plar. for foreign trade. 


The foreign trade organizations are the source of information for the results 
of the marketing and price studies for the economic organizations.’ They, how- 
ever, use marketing and price information (forecasts) for specific demand in 
the process of drawing up the economic organzations’ counterplans. Thus, the 
foreign trade organization is involved in shaping an effective production and 
export structure. 


The role of the marketing and price studies for a foreign trade organization 
does not end with its involvement in the preplanning and planning activities 
of an economic organization. They have their own importance. 


The management mechanism strengthens economically the responsibility of each 
foreign trade worker, in making the wage fund dependent upon the following: 
foreign exchange earnings per person; deviations from the planned prices in 
selling the goods; income from carrying out re-export and other specific for- 
eign trade activities. Consequently, with an insufficiently effective market- 
ing and price study, market conditions cannot be correctly utilized and as a 
result of this the interests of the foreign trade organization as a whole as 
well as the personal interests of each member of the collective will be teuched. 
The presence of such a situation in and of itself speaks of a need to strength- 
en the link between production and the foreign market. In essence this link is 
manifested in the relations between the economic and foreign trade organization 
which, as equal partners, are economically involved in the carrying out of the 
state planning task for exports. Moreover, the role of the marketing and price 
studies is strengthened by the fact that the economic and foreign trade organi- 
zations can freely agree among themselves on the type and amount of nonobliga- 
tory products the exporting of which is essential to achieve the amount of the 
planned task for foreign exchange earnings for the noncommunist world and the 
communist world. Thus, greater freedom is provided for the foreign trade 





3 According to Article 154 of the Regulation Governing the Economic Mechanism. 
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organization to act to use the conditions of the international commodity 
markets and prices. 


Consequently, through scientifically sound forecasting of the future develop- 
ment of the internationa’ commodity markets and prices, the conditions created 
for the functioning of the economic and forwign trade organizations lead eco- 
nomically to a stronger tie between them, and respectively, between production 
and the foreign market. The strengthening of this tir is the result also of 
common interests, that is, effective foreign trade activities. 


The role of marketing studies is specifically expressed also in the economic 
basis in reaching agreement on foreign trade prices between the economic and 
the foreign trade organizations. These prices are set by the appropriate 

state bodies. Precisely the results of the marketing studies in the form of 
forecasts for the development and dynamics of the international prices, must be 
the basis, the main guide and criterion in agreeing on prices. Their scien- 
tific soundness is a condition for correctly utilizing market conditions and 
for realizing positive price differences both in exports and in imports. The 
economic and foreign trade organizations are interested in realizing the lat- 
ter, because they are distributed between them without state involvement. This 
fact strengthens the role of the marketing and price studies, as expressed in 
the use of short-term market fluctuations, for, when on an international market 
conditions are created for long-term deviations of the international prices 
from the planned ones, the corresponding bodies are within their rights to cor- 
rect the already-approved planned foreign trade prices.“ This, in turn, means 
that the economic and foreign trade organizations are also obliged to adjust 
the agreed upon foreign trade prices for exports and imports. 


Consequently, here the role of the marketing and price studies consists in 
promptly using the short-term market fluctuations in prices and this leads to 
positive price differences and to increased foreign exchange earnings per per- 
son. Otherwise, when long-term trends develop for international prices which 
differ from the approved planning prices, then an adjustment is anticipated. 





As an element in the national economic management system, forecasting precedes 
planning and is its scientific basis. This determines the close tie between 
them and it is clear that when the Regulation Coverning the Economic Mechanism 
speaks about the improvement in foreign trade planning activity, new tasks and 
new demands arise directly for forecasting, in accord with the changes in plan- 
ning. 


"The counterplan is a concern of the labor collectives, they themselves work it 
out, they adopt it and they themselves are responsible for its fulfillment."° 
Such a view actually strengthens the democratic principle in planning activi- 
ties. But, in turn, this means that the labor collectives brought together in 





“ Corrections are made under the condition that the long-term deviation 
is greater than 5 percent. 


> Grisha Filipov, op. cit., p 2. 
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economic organizations, foreign trade organizations and their divisions aust 
possess preliminary (forecast) information having a high degree of accuracy and 
strictiy sctentifically based. In thie regard the greater freedom of action 
for the foreign trade organitation in carrying out the planning task for for- 
tign exchange receipts (within foreign trade this freedom is expre-sed in the 
search for markets for advantageous sales of noncompulsory products) strength- 
ens the initiative of the orzauizations. Consequently, the role of marketing 
studies, as preplanning foreign trade activities, assumes particular force and 
importance. 


The close link between planning and forecasting to a certain degree defines the 
type and level of tie forecasts for the conditions on the international com- 
modity markets and vrices. 


According to the Regulation Governing the Economic Mechanism, the state plan- 
ning task is planned for a S-year period, its fulfillment is accounted for 
annually, in a running total, while it is approved, adjusted and monitored on 
a quarterly basis. In order that forecasting can fulfill its functions on the 
basis of planning, the level of the compiled forecasts must conform to the 
planning periods, that is, the foreign trade forecasts must cover primarily 
periods from 5 to 1 year and 3 months. 


With the eventual forming of trends which will substantially alter the planned 
volumes, the annual forecasts gust be viewed as an indicator which provides 
prompt information on the need to adjust the five-year plan. Analogously, the 
elaborated }-month forecasts gust be used in relation to the annual one. 


Consequently, in order that forecasting can fully carry out its functions on 

a scientific basis of planning, it is essential that the results of a study of 
international commodity markets be expressed in forecasts by quarters (up to 

4 quarters) and by years (up to 5 years), that is, accentuate the elaboration 
of current, short-term and medium-term forecasts. Here it is essential to bear 
in mind that in order to maintain the principle of continuity in forecasting, 
after the compiling of the forecast and the ending of the quarter (year), the 
forecast must be updated with a new forecast being compiled covering the fol- 
lowing quarter (year), with the number of forecast quarters always remaining 

4 and 5 for the years. 


In line with the compiling of forecasts, attention must also be directed to the 
fact that the study of international commodity markets ultimately ends with «a 
forecast for a specific commodity. But from the viewoint of more closely link- 
ing the foreign market to national production, of ever-greater practical sig- 
nificance are the forecasts for commodity groups, the subsectors and sectors of 
the capitalist economy. By these forecasts the economic and foreign trade or- 
ganizations acquire richer and more diverse information which makes it possible 
to show flexibility and initiative in entering international markets. In ad- 
dition, scientifically based studies of the development of a given sector as « 
whole create conditions for more accurately defining the possible sales and 
export profile of the corresponding sector for our economy. 
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Each forecast represents a unity of quantity and quality. For this reason, in 
working them out, it is advisable to use quantitative methods by which it is 

possible to discover and measure more accurately the existing and new patterns 
and dependences in the devel>pment of the international commodity markets, the 
Commodity groups, subsectors and sectors. In order to maintain the quantite- 
tive and qualitative unity of the forecast, it is essential that the quantite- 
tive results obtained be analyzed qualitatively and when necessary adjusted. 


One other aspect in planning activities is closely tied to the studies of in- 
ternational markets and prices. This {s a question of the fact that the Regu- 
lation Governing the Economic Nechaniem does not permit the foreign trade 
organizations to refuse to conclude contracts for exporting products which are 
an object of their activity. This, certainly, does not leave them powerless 
before the producers, as they, in turn, have the right to set conditions on 
product quality which would ensure effective export. Sut to set such condi- 
tions, the foreign trade organizations must have an excellent knowledge of the 
requirements of the international markets and the most recent trends caused by 
the rapid development of scientific and technical progress. in this manner the 
foreign trade organization to a certain degree sets the price for the exported 
product and thus the price is the result of the commodity's ability to compete 
with a similar one on the international mirket. The placing of definite de- 
mands by the foreign trade organization on the agreed-upon export product ulti- 
mately is a means of achieving a link between the foreign and domestic markets, 
a means which can be viewed as a criterion for raising our export products up 
to the world level. Consequently, the basis here is a thorough and constant 
study of changes in the conditions on international commodity markets and in 
prices. 


The regulating of activities to carry out the state planning task for foreign 
trade is implemented by incentives and constraints which have predominantly an 
economic nature. For example, the basic levers for controlling foreign trade 
activities are the planned foreign trade prices, commission remuneration, 
export bonuses and so forth. All of these to one degree or another: are dic~- 
tated by the state of the international commodity markets and how these can be 
utilized, by the future state of the same. For this reason, here the role of 
marketing studies is to provide information to the managing bodies and this 
information suggests (on a scientific basis) the use of a certain economic 
lever in the aim of encouraging or limiting foreign trade activities in the 
forecast period. 


Consequently, the taske stemming from the Regulation Governing the Economic 
Mechanism for forecasting, including for marketing and price studies, as a4 pre- 
ceding and inseparable part and as a ecientific basis for planning, permeate 
the entire management process. Because of this, with the wanagement mechanism 
during the Eighth Five-Year Plan, the role of the marketing and price studies 
has been raised to an even higher level. They are becoming the initial basis 
for economic incentives, for sanctions, for adjusting and monitoring foreign 
trade activities. The demands are aleo being increased on forecast activities 
as an exceptionally important element in the overall process of strengthening 
the link between the domestic and foreign markets. Particular attention is be- 
ing paid to the level of the marketing and price studies. 
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In conclusion, it gust be pointed out that the raising of the role of the mar- 
keting and price studies to a higher level is aimed primarily at achieving a 
more flexible management process whereby the management elements are closely 
tied and economically responsible for carrying owt their foreign trade activi- 
ties. This, in turn, is an essential condition for achieving a closer tie be- 
tween national production and the foreign markets. 
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TRANSPORTATION COST OF IMPORTS BY RAILROAD EXAMINED 


Sofia VUNSHNA TURCOVIYA in Bulgerian No 7, 1983 pp 2-6 





[Article by Candidate of Economic Sciences Vladimir Petrov: "Urgent Problems 
in the Importing of Goods into Bulgaria by International Rail Transport"] 





[Text] The economic development of Bulgaria involves the importing of signif- 
icant quantities of fuels, raw materials, machinery, equipment and a number of 
other goods. This freight is delivered chiefly under the condition of f.o.b. 
the port of c.i.f. the frontier of the dispatching state. This means that 
Bulgarian foreign trade operations are obliged to show concern and to pay out 
foreign exchange in the transporting of imported goods to our country. 


Shipments of imrorted goods took up a predominant amount in the total volume of 
Bulgarian foreign trade shipments, some 77.9 percent in 1982. While, however, 
their absolute increase in the 1976-1982 period has been 11.1 percent, the 
foreign exchange transport outlays for their delivery during the same period 
have risen by close to 2-fold. This has been due chiefly to market fluctua- 
tions on the world charter market, to the increased rates for rail transport, 
to the directions and distances of the deliveries, to the diversified import 
structure and so forth. 


The favorable transport and geographic position of Bulgaria on the Balkan Pen- 
insula provides opportunities to widely employ international rail transport in 
handling the nation's foreign trade. Characteristic of its development is the 
fact that in the 1955-1960 period, this type of transport held first place in 
carrying out foreign trade shipments, in 1961-1978, it held second place, and 
in 1979-1982, third place. The reason for this development is objective and 
economically justifieo. It is the result chiefly of the ever-wider employment 
of efficient water transport (sea and Danubian), as well as the beginning of 
operations of the Varna--Ilichevsk ferries. These types of transport provide 
an opportunity te deliver using national means of transport, while effective 
foreign exchange is saved in this manner as transport along the rail lines out- 
side the Bulgarian frontier is paid for to the foreign rail administrations 
completely in effective foreign exchange. 


As a result of this natural process of Bulgaria's importing by international 
rail transport, in 1982, this type of transport handled only 6.9 percent of the 
total volume of import shipments for the nation in comparison with 10.3 percent 














in 1976. Its absolute volume has also declined. In 1982, it encompassed 75.1 
percent of the amount in 1976. However, this is not how the question stands 

of transport expenditures for rail imports. In 1982, for all types of trans- 
port 71.4 percent of the total paid effective foreign exchange for the trans- 
porting of imported goods were spent on rail deliveries. Here, while the ef- 
fective foreign exchange for the nation's total imports during the 1976-1982 
period increased by 195.4 percent, those for rail transport deliveries reached 
227.2 percent with the already emphasized reduced volume of rail shipments. On 
this basis the effective foreign exchange transport outlays for rail imports 
have risen by an average of 3-fold per ton. The basic reason for this is the 
rail rates which have been sharply increased abroad. In being confronted by 
such a process of increased costs which is expected to continue, objectively 
the question is posed of further reducing the shipping volume of imported goods 
by international rail transport and on this basis the effective transport costs 
for their delivery. 


This goal can be achieved by creating more rational transport ties in carrying 
out Bulgarian imports. As a result of this the greatest possible relative re- 
duction in the absolute amount of the foreign exchange transport outlays could 
be achieved and particularly so for the effective foreign exchange transport 
costs. 


The possibilities for a relative reduction in the absolute amount of the for- 
eign exchange transport outlays can be realized by reducing the participation 
of rail transport in handling Bulgarian imports; by selecting optimum trans- 
port routes for the goods in employing rail transport and introducing an effi- 
cient organization for the transport process; reducing the absolute amount of 
the rates for Bulgarian imports and so forth. 


A relative reduction in the effective foreign exchange transport outlays for 
our imports can be achieved by a broader and more rational use of the Bulgarian 
means of transport as well as by obtaining discounts, commissions and other 
such from foreign shippors and so forth. 


A reduction in the effective foreign exchange transport expenditures by the 
more rational use of the Bulgarian transport equipment is the main way to 
achieve this goal. The use of our own transport equipment means not only the 
saving of effective foreign exchange transport outlays, but also the creation 
of opportunities for flexible deliveries, for performing additional services 
and so forth. Such advantages, as is known, are provided by sea, Danubian, 
motor and air transport. This means that only in certain instances must a 
shipment of imported goods delivered under the condition of c.i.f. the frontier 
of the supplier nation be made by rail, since its use without fail involves the 
payment of effective foreign exchange. Such a rationalizing of foreign trade 
transport in this instance puts in first place the problem of shifting deliver- 
ies trom rail to sea, Danubian, motor, and in extreme instances of rush, also 
to air transport. These have comparatively low operating expenses in terms of 
effective foreign exchange. The great national economic advantage of the above- 
mentioned types of transport over rail transport is precisely in the saving of 
effective foreign exchange. 


25 














0 Le 


It is a known fact that shipping rates by water in principle are lower than 
those for rail delivery. Particularly striking is the freight rate advantage 
in using the DanuDde River. A comparative analysis of the rates shows that in 
importing ferrous metals by rail instead of by the Danube, rail transport is 
more expensive than Danubian as follows: from Hungary to Ruse over 4.4-fold, 
and to Dragoman by 6-fold; from Czechoslovakia to Ruse 6.3-fold and to Drago- 
man 7.5-fold; from Austria to Ruse 6.6-fold and to Dragoman 7.6-fold; from the 
FRG to Ruse by nearly 8-fold and to Dragoman by close to 9-fold. The freight 
rate advantage for delivering goods along the Danube River instead of by rail 
is also found for a number of other commodities such as machinery, chemicals, 
plastics, pipes, refractory tile, paints, paper, cardboard, medicines, plant 
protection chemicals, oils and so forth. In bearing in mind that the Danube 
River connects us with all our basic foreign trade partners, there is an ob- 
vious advantage of using the Danube instead of rail transport. 


There are also opportunities for rationally reducing the importing of goods 
directly by rail by employing a combined (rail and river) system. Bulgaria em- 
ploys such a transport method in importing certain goods from the GDR and 
Poland. Initially these goods are transported by rail to the ports of Bratis- 
lava, Komarno and Budapest, from whence they continue to Bulgaria along the 
Danube River, chiefly in Bulgarian river vessels, in this manner saving effec- 
tive foreign exchange. In addition, here also there is a freight rate advan- 
tage. For example, with the combined delivery of ferrous metals from the GDR 
to Ruse, it is approximately 2.2-fold more effective than by direct rail 
transport; from Poland to Ruse it is 2.3-fold. The advantage from employing 
combined transport survives for most goods after adding the expenses for trans- 
loading at the Danubian ports. 





International maritime transport can also take a more active part in the de- 
livery of imported goods from the European maritime nations chiefly through the 
more efficient operation of the existing shipping lines and the establishing 

of new ones. 


International motor transport can also be more actively used for the delivery 
of Bulgarian imported goods in return trips of the trucks, particularly from 
the Western European countries. For this purpose, in addition to organization- 
al measures, it is essential to carry out a more effective rate policy chiefly 
by applying rail rates or by larger discounts from the regular truck freight 
rates. 


A choice of the optimum types of transport for imported goods must be made also 
in working out a transport plan. In this regard it is essential to analyze the 
commodity structure of the imports and on the basis of a number of other cri- 
teria, to establish the most effective type of transport for each good and 
particularly for bulk commodities. More specifically it is essential to de- 
cide which goods are better shipped by rail and which by water (sea and Dan- 
ubian) transport and by the Varna--Ilichevsk ferry boat. For this purpose it 
is essential to consider the following: the geographic position of the supplier 
country for Bulgaria; the possibilities of utilizing national means of trans- 
port; the season during which the imports are to be made; the type and quanti- 
ties of goods; the requirements of the commodity itself on the type of trans- 
port, that is, can it undergo two loadings at the dispatching and destination 
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ports; the length of the voyage; the delivery date; the location of the extreme 
recipients of the goods in our nation and so forth. In bearing in mind these 
and a number of other conditions, it is advisable to then compare the trans- 
port expenditures for delivery by rail and by maritime and Danubian transport 
(if there is a real opportunity for effectively involving these types of trans- 
port in the delivery) and then determine the most advantageous type of trans- 
port. Naturally, in such analysis, it is essential to consider the capacity of 
the maritime and Danubian ports, their ability to provide prompt, safe and ef- 
fective handling of the commodities to be delivered, as well as the shipping 
capacity of our maritime and river fleets. After such analysis, it is essen- 
tial to leave for importing by rail only those goods which actually cannot or 
economically should not be delivered by water. Then a portion of the commodi- 
ties destined for rail transport can be delivered to the nation by the convey- 
ances of the Bulgarian international motor transport system and this will pro- 
vide a new savings in the effective foreign exchange outlays. The aim ultimate- 
ly is to limit the shipping of imported goods by rail, as in this manner the 
least possible effective foreign exchange transport outlays are made. 


A similar analysis to a certain degree can also be carried out for already 
concluded deals. In these instances, however, the possibilities of shifting 
goods from one type of transport to another are limited. For this purpose, it 
is essential to have certain extraordinary circumstances, such as: the clog- 
ging of the rail lines and stations with cars; the halting of traffic in cer- 
tain rail sections for operational reasons and others. In bearing in mind that 
these involve individual instances, clearly the main efforts to shift imported 
goods from rail to water transport must be made in drawing up the shipping 
plan. 


Regardless of the stressed foreign exchange, financial and transport conditions 
which limit the imports into Bulgaria by rail, this type of transport will 
continue to be involved in the nation's import deliveries. The basic pre- 
requisite for this is the favorable technical and economic indicators of rail 
transport itself, including: speed, regularity, the ability to handle mass, 
bulk freight, the good commercial and traveling speed of the shipments and 
preserving the consumer value of the goods. In addition, often to the regular- 
ly planned amounts for delivery by rail, one must also shift goods from water 
to rail transport due to the low or high water in the Danube River, the spring 
ice, the absence of sufficient capacity for our Danubian and maritime ports and 
so forth. All of this requires the implementing of a range of measures which 
will provide the greatest possible effectiveness of the deliveries which must 
be made by rail. 








An increase in the effectiveness of such commodity imports into Bulgaria by 
rail involves the setting up of more rational transport ties both abroad and in 
the nation. The international basis on which it is possible to achieve this 
goal for the basic portion of our imported goods is the implementing of the 
transport measures in the Comprehensive Program for Further Deepening and Im- 
proving Collaboration and for Developing Socialist Economic Integration Among 
the CEMA Member Nations. Section 12 “Basic Areas and Tasks in the Development 
of Cooperation in the Transport Area” of the Comprehensive Program sets out and 
is successfully carrying out a number of important tasks for rail transport and 
directly related to foreign trade activities, including imports, for instance: 
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providing a special network of high-speed freight trains between the CEMA men- 
ber nations on the basis of agreements concluded between the railroads; carry- 
ing out international shipments of foreign trade goods between the CEMA member 
nations through the full utilization of cars from the Common Freight Car Fleet 
(OPV) and so forth. 


Of particular significance is the improving of rail transport operations in 

the transporting of foreign trade goods, as is envisaged in the Comprehensive 
Program. The achieving of this goal involves greater evenness of the shipments 
and traffic control; a reduced length and number of operations at the border 
stations; the wide use of containerizing and other effective methods for pre- 
paring the goods for mechanized handling; filling out the car fleet with modern 
cars having increased capacity as well as with specialized cars to transport 
various types of goods; the further technical development of the border rail- 
road stations and the track approaches to them; settling the question of the 
through shipping of goods in international traffic over rail lines with differ- 
ent wheel widths by: changing the wheel sets, using extendable wheel sets, 
building parallel lines with a width of 1,524 and 1,435 mm deep in the territory 
of the nations where the network has a track width of 1,435 mm; increasing the 
average and effective speed of the freight trains for the transit distances and 
so forth. 


The measures in the Comprehensive Program for developing rail transport are of 
particular importance also for Bulgarian imports. For example, the introduc- 
tion of new, more advanced specialized cars, the establishing of a special net- 
work of high-speed trains between the CEMA member nations as well as traffic 
control provide the more rapid and effective delivery of imported goods. The 
introduction provided in the Comprehensive Program of automatic coupling, the 
increased degree of mechanizing freight handling, improved cooperation at the 
border railroad stations and so forth will also tell favorably on our imports. 


The further development of the Unified Container Transport System for Rail Con- 
tainer Shipments between the CEMA member nations is a measure which raises 
their transport and cooperation in this area to a new, qualitative stage. In 
terms of Bulgarian imports, this system is of particularly affirmative signif- 
icance for goods which can employ large-tonnage containers. With this shipping 
method, the consumer value of the goods is better preserved and their delivery 
is accelerated. 


The Comprehensive Program has outlined and is carrying out a number of other 
measures which directly or indirectly contribute to the increased effectiveness 
of Bulgarian imports in the area of the transport process, including: the 
joint scientific elaboration of key transport problems; the establishing of 
automated control systems for freight shipments and so forth. 


Another important problem for the foreigr transporting of Bulgarian imports is 
the rate policy and rates which are applied in rail shipments in the Western 
European countries. As is known, the rail rates of these states are marked by 
diversity and complexity, with a strong tendency for them to rise continuously. 
In transporting commodities in international rail service, most the Western 
European countries employ two types of payments using domestic rates and inter- 
national rates. The international rates make provision for an increase or a 
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reduction in the aim of encouraging or limiting foreign shipments. These in- 
creases and reductions are published in special manuals. There are also secret 
reductions which are not published. The most important changes in the rate 
system of the Western European countries in the last several years have shown 
that in most the countries, in setting the domestic and international rates, 
there has been a trend to give up the principle of calculating the rates de- 
pending upon the value of the good. This trend is apparent in the reduced num- 
ber of classes in the rate structure, in the smaller amount of difference be- 
tween the high and low classes. For example, as of 1 January 1981, Austria 
introduced just two rate classes for carload consignments instead of the pre- 
vious three (in the 1960's there were eight classes), with a ratio between the 
first and second classes of 100:85 (with 100:25 with the eight-class rate). 

In the new rate for carload consignments on the Swiss railroads, as put into 
effect on 1 January 1982, the number of slow-speed classes in the rates was 
reduced from 9 to 5 with the difference in the rates between the first and 
fifth classes of 40 percent and so forth. All these as well as a number of 
other requirements have naturally led to a significant rise in the freight 
charges in transporting our imported goods by the railroads of the Western 
European countries. Along with this it is essential to bear in mind that both 
with the import-export as well as the transit shipments, the Western European 
railroads do also provide for reductions which must be utilized, in creating 
the necessary conditions for this purpose. 


Generally, it must be emphasized that a frequent rise in the rates in domestic 
and international service has been characteristic for rail transport in the 
Western European countries. As a rule, all the basic increases in the domestic 
rates in the nations participating in international agreements have been re- 
flected in equal proportions in the international rates. Of greatest influence 
on the level of the international rates have been the changes in the domestic 
rates of the FRG, Austria, Switzerland and France, since these countries handle 
the basic volume of transit shipments. 


Along with the basic trends toward increased rates, as was already stressed, 
discounts can also be attained and often these are caused not by any desire to 
attract a greater volume of transit shipments but rather by competitive fluc- 
tuations in areas where competition between the shippers is particularly acute. 


The efforts to reduce the cost of our rail shipments across the Western Euro- 
pean countries without fail must be linked to the securing of discounts from 
the appropriate railroad administrations. As is known, the discounts are quan- 
titative, that is, their amount depends always upon the provided quantities, 
with the greater quantities receiving greater reductions. In this regard, 
Despred [State Shipping Enterprise] should continue to play the role of the 
single shipper in Bulgaria before the foreign railroad administrations, in 
order to have an opportunity to negotiate the global amounts of goods to be 
transported as our imports and exports abroad. Thus, it is possible to realize 
a maximum amount of discount for our nation. If the obtaining of the discounts 
is decentralized over the individual foreign trade enterprises, their amount 
will be sharply reduced since the discounts, as has already been emphasized, 
are quantitative. 
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An indirect method to compensate for the high transport expenditures abroad is 
to attract more foreign goods for transiting across our railroad network as 
well as for reforwarding from our frontier. 


The further development of the physical plant and the organization of rail 
transport in our nation is an essential condition for effective rail imports. 
In this regard of particular importance are the measures outlined by the Min- 
istry of Transport for the Eighth Five-Year Plan. These are aimed at the 
following: the further introduction of electric traction; the double tracking 
of a number of new basic railroad sections; the extensive development of the 
track system in the freight and junction stations; the increased average and 
effective speed of the freight trains; the concentrating of freight handling 
operations at a small number of basic yards; the automating of the production 
processes in train traffic in the aim of ensuring safe traffic; the improving 
and expanding of the capacity of our frontier rail stations and so forth. 


Also of particular importance is the rate policy which is carried out by the 
Bulgarian shippers in the aim of widely and effectively employing the national 
means of transport to deliver more of the goods imported from abroad and there- 
by save the effective foreign exchange transport outlays. For maritime and 
truck transport, this policy is regulated by the Ordinance No 7 of 31 December 
1981. Ordinance No 7 eliminates the fixed rate system with quoted types of 
transport, in introducing the principle of preliminary agreement in establish- 
ing the prices and conditions or the transporting of foreign trade commodities 
by Bulgarian ships and trucks. This is one of the essential principles in the . 
new economic approach and its mechanism. The concepts of this normative docu- 
ment must be applied creatively both by the shippers and the consigners in 
order to avoid, as much as possible, the chartering of foreign conveyances or 
employing the services of foreign railroad administrations and hence the spend- 
ing of the nation's effective foreign exchange. 


Along with the emphasized measures, of particular significance are also the 
means of an organizational nature and their application chiefly by the forward- 
ing and foreign trade organizations provides more effective transporting of the 
imported goods by rail. 





In this regard it is essential to bear in mind that the choice of the most ef- 
fective rail transport route in terms of its foreign exchange, financial, rate 
and operational terms influences both the amount of the transport expenditures 
and the time of transport as well as the risks to which the goods are exposed 
during the transport process. In determining the transport route for import de- 
liveries by rail, the amount of the transport costs is the crucial criterion. 


The choice of the most advantageous rail rate for transit distances in the na- 
tions not participating in the International Transit Rail Rate (MTT) is also 
of importance for the amount of the freight charges and hence for the amount 
of the effective foreign exchange transport totals for the given delivery. In 
these instances, it is particularly essential to have skilled aid from a for- 
warding organization. 


The organization of the very rail transporting of goods which are imported into 
Bulgaria can reflect favorably or unfavorably not only on the amount of the 
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transport expenses but also the consumer value of the goods, on their, rapid 
delivery and so forth. Of particular significance in this regard are the ac- 
curate instructions of the foreign trade organizations involved in the ship- 
ping of goods for Bulgaria when these goods are destined for a forwarding 
organization for processing and further allocation. The creation of an oppor- 
tunity to most fully utilize the capacity of the railroad cars in the very 
shipping of the goods also influences the amount of the transport outlays in 
delivering the imported goods, it eliminates concern for the additional for- 
warding of the unloaded portion of the goods as well as paying for the “ship- 
ping of air.” Particular efforts are essential in shipping outsize commodities 
and this occurs frequently in importing goods into the nation. 


The carrying out of the examined and other measures can provide a further rise 


in the effectiveness of importing goods into the nation and saving effective 
foreign exchange for transport outlays. 
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STRUCTURE OF PHARMACEUTICAL INDUSTRY, RESEARCH TIGHTENED TO PROMOTE PROFIT 
Budapest NEPSZABADSAG in Hungarian 23 Sep 83 p 5 


{Interview with Ferenc Hargitai, deputy director of the Hungarian Association 
of Pharmaceutical Industries, by Judit Kozma of NEPSZABADSAG] 


[Text] [Kozma] We agreed with Ferenc Hargitai, deputy director of the Hungari- 
an Association of Pharmaceutical Industries, that this time we will not praise 
the pharmaceutical industry--we will not talk about its achievements but 

rather about its problems. Namely, the rapid expansion of its production and 
exports, its international fame and the considerable intellectual capital 
accumulated within the enterprises and research institutes all rank this branch 
with great traditions among the most promising domestic industrial branches. 
Its future is filled with very great expectations; the central development 
program for the production of pharmaceuticals, plant protective magerials and 
intermediary products also projects, among others, a considerable expansion 

in exports and the rapid increase in hard currency income. At the same time, 
the changes which have taken place in the world market and the more rigorous 
domestic economic environment did not leave the pharmaceutical industry 
untouched either. What then can we expect of the pharmaceutical industry in 
the future, and how can the enterprises be encouraged toward even greater 
achievements? These questions were selected as topics of our conversation. 

Our starting point, naturally, is the current situation of the branch and 

the set of tasks prescribed by the central development program. 


Its Place in the World 


{Hargitai] The pharmaceutical industry is among the most rapidly developing 
branches of industry. To consider just the data of the most recent years: 
between 1980 and 1982, production was expanded by more than 20 percent, the 
hard currency exports--in forints--increased by 25 percent and the ruble 
export increased by more than 40 percent. Its international “placement” is 
also favorable. With respect to its production, the Hungarian pharmaceutical 
industry is placed 20-25th among the big pharmaceutical houses of the world. 
Among pharmaceutical exporters, we rank 10-15th on a global scale. Our 
participation is 1.5 percent in global production and about 5 percent in world 
trade. Therefore, on the basis of these, the goal appears to be realistic 
that the pharmaceutical industry should continue to advance more rapidly 
than the average of industries and, in addition to supplying the domestic 
consumers, it should increase its exports primarily to the hard currency 
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markets, and it should continue to assume an iscreasing role in the pharma- 
ceutical supply of socialist countries. However, it is quite difficult to 
fulfill all of these tasks. The rapid growth in hard currency income is 
stemmed by the increasingly difficult foreign market conditions and the low 
world market prices. The financial resources for development are also limited-- 
the central development program relies not on state sources but on their own 
financial means of the enterprises which in turn put limits on investments. 
Thus, we can expect a slower growth rate than originally planned and even 
that requires great efforts. 


[Kozma] It seems that all of these support the views according to which the 
pharmaceutical industry would need a more forceful integration, and a greater 
centralization of material and intellectual forces than is the case today. 


{Hargitai] The conditions for cooperation among independent pharmaceutical 
houses are more favorable today than earlier. The organizational changes 

in the pharmaceutical industry have provided the appropriate frames. First 
of all, there was a reorganization in the Hungarian Association of Pharmaceuti- 
cal Industries the work of which is guided by the directorial council, The 
Council of Research Directors was also reorganized, the task of which is 
precisely to coordinate research and development, and also to guide the 
national research-development goals program. The Institute of Pharmaceutical 
Research and the Institute of Medicinal Plant Research were turned into a 
joint research institute of the pharmaceutical industry while the Research 
Institure of the Organic Chemical Industry was turned into a joint enterprise 
for development. In the interest of a more effective presence in foreign 
markets, the MEDIMPEX Foreign Trade Enterprise for Pharmaceutical Products 

is also functioning as a joint enterprise. These organizational changes were 
motivated by the most urgent need for unity in the pharmaceutical industry in 
two areas, foreign markets and research. Within the latter, mainly the 
development of original pharmaceutical products is one of the most important 
tasks of the pharmaceutical industry today. 


Research, Development 


[Kozma] In connection with the development of the pharmaceutical industry, 
the most heated debates were evoked precisely by the level and state of 
research and development. It was repeatedly stated that if we cannot improve 
on the effectiveness of research and development, we shall lose our inter- 
national standing--while it is precisely in research that the Hungarian 
pharmaceutical industry har its greatest, even internationally acclaimed 
traditions. 


{Hargitai] In Hungary, pharmaceutical research indeed has great traditions 
based on which significant changes have occurred during the past 10-15 years. 
During the earlier period, for instance, outstanding results wee achieved 
by the pharmaceutical houses in the so-called reproductive researca projects 
the goal of which is to develop procedures not protected by patent for the 
manufacture of drugs known abroad, and thereby to make them available to the 
Hungarian health system. During the last 1-1.5 decades, research of this 
kind was somewhat pushed into the background while research work associated 
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with license purchases and the development of original drug products grew 
Stronger. Simultaneously, there was a fundamental change in the methods of 
research and development. In older times research results were in general 
associated with certain outstanding personalities. Today, the activities of 

a few people are no longer sufficient to develop an original drug, this can 
only be successful through the well coordinated work of a group where, in 
addition to the chemists who prepare the active ingredients, a great role is 
played by specialists examining and testing the products, such as biologists 
and physicians. A modern pharmacological laboratory was established, for 
instance, in the Pharmaceutical Works of Kobanya, and the clinical-pharma- 
cological network of drug research has also been expanded in general. As 

a consequence, the development of original products also became more rapid. 
During the past 10-15 years, on the average, one original product was developed 
every year by the pharmaceutical industry. Between 1981 and 1985, a total of 
12 original products will be marketed and 5 of them have already been regis- 
tered. Looking at the data of the countries leading in pharmaceutical manu- 
facturing, between 1960 and 1980, the 5 largest countries have developed a 
total of 40 original products annually on the average. Comparing the Hungarian 
research achievements with these, they match the international level. 


The Factors in Exports 


[Kozma] But the picture is no longer so favorable with respect to the market- 
ing of original products. One of the causes of dissatisfaction with research 
is precisely the fact that the Hungarian drugs failed to produce outstanding 
business in the developed countries. 


[Hargitai] An original product by itself is insufficient for business. In 
order for us to be able to sell a drug in a compounded, packaged form “ready 
for the pharmacy” under the trademark of the Hungarian manufacturer, it is 
not enough for it to be good and in compliance with vie regulations of 

the given country. It requires considerable publicity and professional, 
scientific introductory efforts. For instance, the physicians have to be 
convinced about the advantages of the compound before they prescribe it to 
their patients. Therefore, in the final analysis, it requires very much 
money and a broad commercial network. At the moment, the Hungarian pharmace- 
utical industry does not have these means. This is the chief reason why the 
decisive majority of our exports to developed countriee consists of active 
ingredients which are then compounded by the buyer enterprise. Because of 
this, our profits are, of course, smaller. There is a 3-5-fold price differ- 
ence between the active ingredients and the compounded medicines--pills, 
injections, etc. Therefore, a significant, sudden increase in our export 
income requires the exportation of as many original, highly effective, ready 
medicinal compounds as possible. 


[Kozma] Is there a realistic possibility for this? 


{Hargitai] This depends first of all on the extent to which the compounds 
produced by the pharmaceutical industry are indeed new in their effectiveness 
and are therapeutically competitive. If the effectiveness of a new medicine 
differs only slightly from the drugs already known to the world, then it is 
more difficult to export it at a good price. But the compounds which are 











indeed highly effective can generate considerable business even under the 
current, difficult marketing conditions. For insixnce, the situation with 
Cavinton, produced by the Pharmaceutical Works of Kobanya, is very promising. 
Its tests and registration are in progress in several countries and the results 
ere promising. 


Concentration of Forces 


[Kozma] Finally, we are back to research. To elaborate the new, highly 
effective compounds, a concentration of forces seems desirable mainly because 
of the very considerable expenses involved. 


{Hargitai] The pharmaceutical enterprises are unique in that, in addition to 
the technical development funds, they also conduct research at the expense 

of their achievements. In general, 7-8 percent of their income from products 
is spent on research and development. Mainly because of the narrow financial 
possibilities, this ratio is below what is practiced in the most developed 
nations. Therefore, it is very important that we use the available money as 
effectively as possible. For instance, there should not be parallel investi- 
gations. To avoid these, the research topics must be coordinated. Similarly, 
it is also important that the necessary study capacities should be built 
jointly by the factories. Today, the organizational framework for this exists. 
The establishment of the biological study capacities is being dor? on the 
basis of a joint program--the Institute for Raising Small Laboratory Animals 
is being expanded and the Research Institute of the Pharmaceutical Industry, 

a joint enterprise of the pharmaceutical houses, is establishing a base for 
preclinical studies in Dunakeszi. The coordination of research topics is 
done by the Council of Research Directors. These are, of course, very diffi- 
cult .asks--for who would willingly abandon a topic which seems promising 

to him, or would pass on resources to another enterprise--and, of course, 
these do not proceed without disputes and the collision of divergent interests. 
For instance, it would be expedient for the pharmaceutical houses to carry 
out joint developments, and joint research and development tasks. But the 
advantages from these are realized on a longer range, in general; they usually 
require significant investments while the current system of enterprisal inter- 
ests acknowledges activities which produce short-term results. Therefore, 

for a more forceful integration of the pharmaceutical industry, its interests 
in integration must be gradually raised ani the current contradictions must 

be resolved. Nevertheless, the managers of «harmaceutical houses strongly 
sense the problems which hinder the development of this branch and this largely 
promotes agreement in the case of debatable problems. These in turn promote, 
in spite of the difficulties, the faster than average development of the phar- 
maceutical industry, and the type of development, production and marketing 
through which our pharmaceutical industry can retain ite current, favorable 
position in the world. 
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NEW TRAITS IN CEMA AGRICULTURE NOTED 
Budapest FICYELO in Hungarian 22 Sep 83 p 10 


[Text] During the last decade, capital intensive development was a Ant 
characteristic of agriculture in the European socialist countries. Thereby 
they expected increased production and the freeing of an additional labor 
force from this section for industry and other national economic branches. 
Everywhere, there was a significant increase in the level of agricultural 
mechanization, an increase in the use of chemical fertilizers and plant 
protective compounds, and an expansion of big industry methods for raising 
animals. The industrialization of agriculture--which was a central slogan-- 
signified not merely the rapid introduction of industrial-type technologies 
but also the concentration of production, branch specialization and the expan- 
sion of an industrial wage system. The living and working conditions of 
agricultural laborers were approaching those of industrie! workers. 


However, production failed to increase to the expected measure and iaplementa- 
tion effectiveness decreased. The main reasons are: 


lL. Developments were not characterized by complexity, the mechanization level 
of the individual activities was divergent and thus the demand for human 
labor was decreased less than expected. 


2. Development of the infrastructural background of production was neglected, 
and transportation, storage and communication became narrow cross sections. 


3. Not everywhere was there sufficient attention paid to production on small 
agricultural plots. 


Therefore, new developmental priorities were assigned in the new 5-year-plan. 
The change in agrarian policy was done gradually in every country and it 
contains similar features. The primary goal in production is to decrease the 
use of materials and energy. 
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The most important measures are as follows: 


Independent programs were brought into being to introduce energy and import 
saving technologies. In animal raising, for instance, the utilization of mass 
fodders and biproducts (earlier considered as waste materials) came into the 
foreground. In association with this, meadow and pasture management was 
revived. The amount of energies and materials derived from imports, permitted 


to be used, was directly regulated. 


The world market terms of trade were followed by means of producer price 
regulations which were also intended to encourage more economical management. 
Limite were set to further industrial concentration and the separation between 
agricultural production and animal raising was relaxed. Financial interests 
were given a greater role. Regulations were passed to improve the situation 
of emall plot producers and to expand production. 
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In Bulgari+, in order to increase interest in agriculiural exports, domestic 
prices th..: were set on the basis of world market prices were introduced. To 
increase small plot production, plots were leased to individuals and enter- 
prises or institutions for self-supply purposes. The latter must produce the 
supplies for their kitchen by 1985. An attempt is made to expand animal 

keeping by private producers. Since 1982, bonuses have been given for animals 
fattened using fodder supplied on a private basis. Agrarian-industrial councils 
are required to support animal fattening on a contractual basis. 


In Czechoslovakia, since the autumn of 1981, in addition to the big industry 
raising of animals, contractual fattening is again being urged and the leasing 
of agricultural plots to small producers for self-supply purposes has begun. 
Self-accounting within the enterprise was expanded, the role of end-of-the-year 
production bonuses in the wage system of workers was increased. Energy 

saving production is promoted by price changes. Branches in less favorable 
position, such as cattle farming, received extra bonuses. 


In the GDR, the earlier agrarian policy was reviewed in early 1982. Further 
material support to the agricultural cooperatives was decided upon. An 
attempt is being made to form closer cooperation between agriculture and 
animal raising. A comprehensive reform of producer prices is planned for 
1984, 
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In Rumania, a new price system was introduced in early 1982. Depending on 
the amount of products sold to the state, the producers receive progressive 
bonuses which, in the final analysis, encourages excess production. This is 
also coupled with a collective achievement wage structure of the work brigades. 
In the interest of material and energy saving, the amount of fuel and electric 
energy which agriculture is allowed to use was decreased in 1982. Every rural 
inhabitant, and at certain periods also the city dwellers and children must 
participate in agricultural labor. The more recent plan aims to reduce the 
number of agricultural laborers much more slowly than the one a few years 
before. By improving pastures, the production of cheaper mass fodder is 
expanded and the animal raising technologies are also adapted to this. 
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During the early 1980's, the smaller European socialist countries can 

develop their agriculture in the presence of narrower stockpiling and import 
possibilities than earlier. But the difficulties are also manifested in the 
question how long the producers will be inspired toward more frugal management 
by an increase in the purchase price which does not always compensate for their 
increased expenses and by the decrease in imports, and when these will lead 

to a decrease in the achieved production level. 
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HUNGARY 


OPTIMAL INDUSTRIAL STRUCTURE SOUGHT 
Budapest YNEPSZABADSAG in Hungarian 5 Oct 83 p 10 


{Article by Zoltan Roman, director of the Industrial Research Group of the 
Hungarian Academy of Sciences: "The Problems of the Industrial Structure"] 


[Text] The smallest units of our industrial structure are the plants. There 
are 24,000 of them in Hungary compounded by the industrial activity of 40,000 
craftsmen. The industrial plants are joined by enterprises which are autono- 
mous economic bodies. Thus roughly 5,000 plants are joined by 700 state 
industrial enterprises, 4,000 by almost 700 craftsmen cooperatives and 

14,500 by 2,500 non-industrial organizations (agricultural cooperatives, 
state farms, construction enterprises, etc.). The enterprises of the state 
sector are controlling almost 75 percent of the plants. 


Another collateral organization of the industrial structure is constituted 

by the institutions, offices and interest-protecting organs which are directly 
or indirectly guiding, shaping and influencing the activity of the industrial 
enterprises. The relations between the enterprises and these organizations 
are defined by the macroeconomic management system. 


Small and Large Enterprises 


As the result of a new trend in our country, the original tight linkage between 
research production and sale has been restored, multiple organizational forms 
have been created and the small undertakings (among them the sometimes critici- 
zed enterprise-business-work-partnerships) are supported. The demand for more 
small and medium size enterprises, for a more balanced dimensional pyramid, 

is not new but it became~-in the midst of discussions and heated arguments— 
much stronger. Other trends, that are also new and are linked with the planned 
further development of the macroeconomic management, are the reorganization of 
the relationship between enterprises and government guidance, a new definition 
of the sphere of competence of government and interest-protecting organs, 

and a rationalization of government guidance, particularly with respect to the 
upper levels of the industrial structure. 


When speaking about the structure of Hungarian industry, people mostly 
emphasize its exaggerated centralization, the lack of small and medium size 
enterprises, in one word its “inverted pyramid" structure. The sector of 




















State industry is indeed too centralized, from the 5,000 plants belonging 

to it only a fraction is autonomous enterprises. There are too many enter- 
prises with a great number of satellite plants. The cooperative industrial 
sector is likewise strongly centralized. Yet the number of industrial plants 
is not particularly low, and if we taken into account the entire industrial 
activity, rather than the state sector alone, most of the enterprises have 
less than 300 persons on their payroll. Taking further jnto account that their 
productivity and output is considered generally good if they reach half of 
the standards of the plants working in developed countries, the majority of 
our industrial plants may be characterized as small units. One-third of ail 
industrial workers are employed in such small enterprises. Thus the industrial 
structure in Hungary consists of a number of small and medium size plants 

the majority of which, however, are not autonomous enterprises, their techno- 
logical equipment is low standard, and their potential of growth and progress 
very limited. 


On the basis of a correct comparison, the Hungarian industrial structure of 
the capitalist countries, regardless of whether we take into account the 
number of plants or “firms” (including also private craftsmanship). Yet this 
is not an “inverted pyramid.” It is not inverted inasmuch as the size of 

the staffs of the individual enterprises are concerned either. But it is 
definitely “flat" because of the great number of employees in the large enter- 
prises which control many sub-plants. 


There are no clues of general validity as to the most suitable size of an 
industrial enterprise. Both small and giant enterprises can be productive. 

We can only estimate the minimal dimensions of a plant or workshop required 
for economical production in each branch of manufacturing. According to the 
findings of our research, production in our country does not reach that stand- 
ard even in many highly staffed industrial plants. (Because of lower produc- 
tivity, the number of people on payroll does not properly characterize the 
dimensions of production.) 





Specialization 


The proper dimensions of production should be assessed on the grounds of the 
individual products rather than on the basis of the plant or enterprise as a 
whole. For the advantages related to the proper size of the enterprise are 
most conspicuous when viewed through the quantities of the individual products 
(spare parts, semi-finished products), rather than taking into account the 
production as a whole. This is the law of specialization. If we manufacture 
a smaller variety of products, we can concentrate more resources on the 
development, modernization and efficient manufacturing thereof, and costs are 
better distributed on a large quantity of such products. 


We do not have reliable data concerning the desirable rate of specialization 
according to products or activities. Yet our recent research into the matter 
has yielded important information on specialization according to branches of 
production. Our statistics distinguish 247 branches of manufacturing. (Most 
of these cover groups of products, but do not delimit the manufacturing of com- 
ponent parts and finished products). Aside from the food industry, our 
research covered the entire processing industry (298 enterprises and 2,210 
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plants). We found that 21.1 percent of the enterprises worked in 6 to 10, 
and 58.5 in 2 to 5 manufacturing branches. Only 13.6 percent of the enter- 
prises manufacture products belonging to a single industrial branch. 


Our research into the structure of the plants demonstrated that the diversity 
of the enterprises’ activities stems mainly from the fact that each of them 
controls a variety of plants. The activity of 59.6 percent of the industrial 
plants is limited to one, 18.7 percent to two, and 21.7 percent to more than 
two branches. We have to consider specialization as limited probably on 
plant level and--according to the findings of our inquires--certainly on 
product level. The need of greater specialization is a problem of our indus- 
trial organization that requires at least as an urgent solution as exagger- 
ated centralization, the predominance of enterprises with many sub-plants. 


The Conditions of Competition 


Enterprises with many plants are characteristic for modern industry. They 

have been widespread in capitalist countries since the end of the last century. 
The multinational enterprises are providing a new model of paramount importance 
for this organizational form. The economists of capitalist countries attribute 
the proliferation of this model to the fact that various activities can be 

more efficiently and lucratively coordinated within a great enterprise than 
through the market. 





The elimination of market competition is usually regarded as the principal 
disadvantage of enterprises with many plants. In fact, the great number of 
producers-traders is only one of the facets of market-competition. Other 
conditions are: the free evolution of prices pending on the situation on 

the market; the freedom of choice and decision of both traders and customers; 
free access to the market; and a certain equilibrium between the full capacity 
of producers-traders--both those present on the market and potentials--and 

the demand; for in case of scarcity competition will be waged between the 
buyers rather than between the sellers. 


In an open economy, when the capability to export and to stand fast in inter- 
national competition are decisive factors, the number of domestic producers 

is less relevant. For competition will be provided--if the domestic producers 
are not artificially protected--by the foreign partners, and if import is 

not limited, the same will happen on the domestic market. At the same time we 
have to strive for the creation of further conditions of competition on 
various levels. 


Thus in the evaluation and formation of the industrial structure we cannot use 
cliches. We need more independent and dynamic small and medium size enterprises. 
Yet technology, economic rationale and our participation in the international 
competition require the existence of large enterprises. No less important are 
further specialization and diversification, not under pressure and at random, 

but as part of a conscientious strategy. 


How can we contribute to a more advantageous enterprise structure? In macro- 
economic and industrial management we distinguish: 
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--system-regulation 
--process-regulation and 
--individual regulation. 


In an attempt to reform the industrial structure we have in first place to 
coordinate the system, i.e., to reorganize the entire system of macroeconomic 
(and industrial) management in a way that the structure should change flexibly 
under the impact of natural processes, the influence of the market and entre- 
preneurial initiatives, so that efficiently working enterprises grow, the 
weak ones decline, eventually go broke and disintegrate. Insofar as state 
subvention is concerned, it should be transitory and short-term, bent upon 
either to strengthen certain trends or to mitigate the conflicts arising from 
reorganization or reduction. State intervention, if necessary, should in the 
first place be process regulation, i.e., we should use means that influence 
the processes, they accelerate, slow down or coordinate them, and stimulate, 
prod and propel all the involved organisms. Individual regulation, which 

is applied to certain organizational forms of individual enterprises, should 
be used as a last resort. For in euch cases might subjectivity be the most 
determinant factor and the danger of thwarting the stimulating effect of the 
entire macroeconomic management the most evident. 
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HUNGARY 


OPERATION OF CONTRACTUAL BUSINESSES DISCUSSED 
Budapest FIGYELO in Hungarian No 39, 29 Sep 83 p 4 


[Unsigned articles “Contractual Businesses; Expanding Possibilities--Changing 
Rules”) 


[Text] In the first half of this year businesses operating in the contractual 
form did 5.2 percent of the retail trade, but within this their share in 
catering was nearly 30 percent. They employed 10-20 percent fewer workers than 
earlier and their profit crmpared to turnover was 11 percent in the first half 
of 1983, as compared to 3.7 percent for other businesses. A significant part 
of this increased the profit of the enterprises by virtue of the lump sum fee 
paid in. The income tax paid by leaders of contractual businesses, about 

0.8 percent of the turnover value, increased the receipts of the state budget. 


Contractual operation has proven itself in practice. This justifies a further 
spread of it. At the same time, certain problems warn that there is a need for 
strengthening the payments discipline of business leaders. Measures taken in 
the past few days by the Council of Ministers and the Ministry of Domestic 
Trade basically serve these two goals. 


Consignment and Purchasing Sites Also 


In the future all legal persons--thus not only enterprises and cooperatives but 
also, for example, associations or tourism offices--will be authorized to run 
businesses or campgrounds maintained by them in the contractual system. For 
example, it will be possible to have contractual operation of consignment shops 
and purchasing sites also. 


As is well known, it was necessary to eliminate, by the end of last year, the 
so-called free cash box (business) operation form in state catering shops; the 
great majority of these are operating in the contractual system. It will 
probably encourage retail trade enterprises to introduce the new form on a 
wider scale that beginning 1 January 1°** it will not be possible to operate 
retail shops in the cash business syst « -.th the exception of those employing 
at most two persons and the shops maintained by the AFESZ [General Consumer and 
Marketing Cooperatives]. 


Thus far--especially in the smaller settlements--there have hardly been those 
willing to undertake contractual operation of grocery stores or sundry shops; 
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but they have been willing to operate catering units. Many would have been 
willing to undertake leadership of a grocery store together with an espresso or 
grog shop, but the regulations did not make this possible. In the future, in 
communities with less than 1,500 population, one person can undertake 
contractual operation of two shops, if the combined number employed in the 
shops including the leader does not exceed five persons--or if it does not 
exceed the personnel established for one unit. 


Up to now the members of one family could sign a contract for contractual 
operation of only one shop. But spouses or relatives with entrepreneurial 
spirit found a loophole. For example, they would get divorced, or undertake 
leadership of a shop under another name. One goal in introducing contractual 
operation was to put an end to the spread of the regulated and virtual 
operation system. Accorving to the new regulations--in harmony with the 
regulations pertaining to artisans and private trade--it is the personal right 
of everyone to undertake contractual operation of a business. 


It continues to be possible for several to undertake jointly the contractual 
operation of a business as a so-called civil law association. 


Heretofore, if the civil law association ceased to exist further operation of 
the business was possible only following a new competition. In the interest of 
avoiding administrative burdens and the unjustified closing of businesses the 
modified regulations provide that if the civil law association ceases to exist 
because the number of its members dwindles to one then the single member can 
continue leadership of the business under unchanged conditions--if he meets the 
conditions for an undertaking otherwise. 


One must guarantee the expertise necessary for operation of businesses. At the 
same time, for example, one who is an outstanding cook may not be also a 
perfectly good entrepreneur. And one who has the feeling for and possibly the 
material resources for an undertaking may not have the prescribed expertise. 

So it was necessary to make it possible for those without the appropriate 
expertise to undertake contractual leadership of a business, if he employed in 
the business employees or relatives meeting the prescribed professional 
requirements. 





The new decree states that the contract--if it is signed for a period shorter 
than 5 years--can be extended without a competition in the event of agreement 
between the enterprise and the business leader, but at most for a 5 year period 
calculated from the signing of the contract. It would be useful if the 
enterprises made use of this in a differentiated way. The extension can be 
tied to raising the lump sum fee, but the contract should not be extended 
automatically if a more favorable result might be expected from a competition. 
With the passing of 5 years, however, a competition must be held. 


Not Only For Ready Cash 
Some enterprises have been willing to provide goods to the contract shop leader 


only for paym...t of ready cash, or through the management organ providing the 
business for contractual operation. According to the regulations they could 
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not extend credit to the business leader, and could contract directly with him 
only if he paid the take-over price for the goods immediately at purchase. The 
modified regulations make it possible to establish with the leader a payment 
time limit not exceeding 30 days when making deliveries of goods. Thus goods 
can be sold to the leader of the contractual business under the same conditions 
as sales to any management organization. The regulations make it clear that 
the business leader can sign contracts not only in the name of the enterprise 
but also in his own name. 


The sale of products by retail trade for resale continues to be forbidden. As 
is the case for management organizations and private merchants, the leader of a 
contractual business cannot make purchases in retail trade units. The leader 
of a catering shop is an exception; with the exception of a few products--for 
example, uncut meat and beer--he can buy foodstuffs and agricultural products 
in retail trade also. 


Straightforward Competition 


Ensuring the straightforwardness of the competition has caused problems in 
practice in a number of cases. It has happened that in the course of bidding 
people have raised the enterprise lump sum fee by an unrealistically high 
amount to frighten off the other entrepreneurs, then did not undertake 
contractual leadership of the business, thus making it possible for a person 
cooperating with him--who offered the next most--to win the undertaking. The 
rule which makes it clear that the competition talks must be led by a 
representative of the management organization is intended to eliminate such 
abuses. He determines the sum by which those competing can raise the fee at 
one time in the course of the competition talks; the magnitude of this cannot 
exceed one month's part of the announced fee. 


Some of the leaders of contractual businesses do not meet their payment 
obligations, or do so only late. The business leaders are encouraged to do 
this by inadequate enterprise administration, which is late in indicating the 
debts mounting up, and by the fact that one had to pay only an annual 5 percent 
interest on late payments, which is a very attractive “credit opportunity.” 

The modified rules, in harmony with the rules pertaining to management 
organizations, make it possible for the enterprises to charge an annual 

15 percent interest in the event of late payment by the leaders of contractual 
businesses. 


In the future obligations will be collectable quickly and simply. If the 
management organization gets a clear indication of indebtedness on the part of 
the business leader then the notary public will provide the arrears statement 
with a future execution clause which can be executed just like a court 


judgment. 


It is a new rule that if either the enterprise or the business leader gives 
notice and if the other party does not take cognizance of the notice within 

8 days of receiving it then the notice must be regarded as accepted. The 
decision of a possible dispute falls in the sphere of authority of the courts. 
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When a contract is terminated, if the business leader does not release the 
business to the management organization then the court, within the framework of 
accelerated procedure, can oblige transfer of the business to the enterprise or 
cooperative, taking measures aimed at the immediate execution of its decision. 
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